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OFFICE OF THE NASSAU COUNTY COMPTROLLER
REVIEW OF DEPARTMENT OF ASSESSMENTCOLLECTION OF PAYMENTS

IN LIEU OF TAXES (PILOT) REVENUE
REPORT SUMMARY

WHY WE DID THIS REPORT

This report was initiated to review the Payment in Lieu of Taxes (PILOT) revenue collection pidéssscludes determinin
if the Nassau County Department of Assessment is collecting all PILOTs for which it is entitledrifyidg thatproper controls
are in place to restore parcels to the tax rolls when PILOT agreements expire. Additionally, a review of the Nassdb £d
administration of PILOT agreements was conducted, includi@gnonitoring and tracking of job creation

WHAT WE FOUND

f The Nassau Department of Assessment did not record
from the Town of Hempstead ($5.2 million for 2017 & $2.4 million tlee first half 0f2018). This audit prompted th
payment of these funds.

T More than$6 million in total potential PILOT revenues to Nassau County were permanently lost betteuBepartmen
of Assessment failed to ensure ttiet Town of Hempstead billezkpired PILOTS at theull assessed value until the pass
were restored to the tax rolind the Town of Hempstead did not notify the Department of Assessment of early terni
of PILOT agreements.

9 The Department of Assessment did not invoice the Nassau County IDA fd%@@000n reimbursements for contracty
services providedThese are greatly need€duntyGeneral Fund revenues.

Late fees were waived several circumstances

The Nassau County IDA did not providequestecetvidence untibfter field work was compdted regarding the monitorir
and compliance of PILOT employment benefitsd in nearly half of the sampled PILOT projsgtmployment goals we
not met

=A =

WHAT WE RECOMMEND

The Department of Assessment should
Take the necessary steps to ensureGoaity PILOT revenues are collected;

Work with the three IDA in Nassau County testablish procedures to prevent expired or early terminated PILOTS
remainingoff the tax rolls, vinich can lead to lost revenues;

Investigate state legislation or PILO®ntract wording that would require PILOT recipients to record their deeds witl
days of expiration of the PILOT or incur a penalty

Invoice and collect from the Nassau County IDA the over $500,000 insstiaffy costs owed to the County, which
greatly needed General Fund revenues;

9 Not waive late fees;

The Nassau County IDAhouldmonitor and track the number of employees retained or hired and obtain supporting doq
to ensure compliance with the PILOT and lease agreements.

WHAT WAS THE RESPONE?

9 The Town of Hempstead IDA was unaware that the County did not receive $7.6 million for 20thé &irst half 0f2018
of PI LOT payment s, as they had di sbursed the funds
Recently, theTown remitted the $7.6 million in PILOT payments due to Nassau County.

9 The Department of Assessment agreed with the majority of recommendations and is undertaking corrective actio
WHY IS THIS REPORT | MPORTANT ?

9 IDAs arecrucialeconomic engines. In exchange for tax breaks and other incentives, jobs are supposed to be crea
construction of new projects and new jobs in local businesses for residents trying to stay in Nassau County. |
diligently monitor compliane and ensure that employment goals are met and if not, benefits should immedis
recaptured

1 A number of significant operational issues in the Department of Assessment were identified which result in lost
revenue. The Department needs addél resources and must work to strengthen their internal controls.

= =4 ==
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Executive Summary

Purpose:

The purpose of this review was to:

1 Determineift he Countydés Depart ment ald®dymehts :
in Lieu of Taxes (PILOT) revenue for which it is entitled, including penalties and
interest.

Verify that the County portion of all PILOT revenues has been allocated
correctly, and that PILOT allocations to municipalities and school districts have

been made in a timely and accurate manner.

Ascertain that controls are in place to restorgarcelsto the tax roll when PILOT
agreements expire.

Review t h e Nassau County |l ndustri al
administration of the PILOT agreements, which they facilitate to determine if
the benefits each agreement has brought to the County (i.e., increasec
employment) are tracked and monitored

| ntroduction:

In 1969 the General Municipal Law, Article -¥§ Section 852 enacted the New York State

l ndustri al D etov rdmote timee atanomit avelfare, fecreation opportunities and
prosperity of i ts i nhabi t #on thes gutpbse ofupgebentingo v

unempl oyment and economic deteriorationd by
( A | D Awsthin)Nassau Countyhere ardghree active IDAsthe Nassau County IDAhe Town
of Hempstead IDAand the City of Glei©€ove IDA.

The IDAs are independent agencies establishtbrthe 1969law to promote and encourage
economic development by providing tax exemptions to industrial or commpesiztlsunder
contractual p a yPibOTOt) iarg rleieane ndfs .t ax (A

Under General Municipal LawArticle 18-A, Section 854 PILOT paymentsfishall mean any
payment made to an agency, or affected tax jurisdietpral to the amount, or a portion mal
property taxesor other taxes, whictvould have been levied by or dehalf of an affected tax
jurisdiction if the project was nottax exempty r eason of a dgNassau Countyn v o
IDAPILOTsar e pai d t dreasuness Officeanad dregllocated to each affected tax
jurisdiction (school districts and municia | i t i es) within thirty daié

1 General Municipal Law, Article 28\, Industrial Development Title 1, Agencies, Organization and Powers, Section
852. Policy and purposes of article.

2 General Municipal Law, Article 18, Industrial Developmerifitle 1, Agencies, Organization and Powers,

Section 854. (17) Definitions.
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Executive Summary

Departmenbf AssessmeniTheTown of Hempstea@ o mp t r o | | ad Gitysof Gleh €dvec e

IDAs pay thePILOT payments directly to the affected jurisdictions.

Summary of Audit Findings and Recomme ndations

#

Audit Finding

Audit Recommendations

1 The Department of Assessment Did Not Rec

nor Receive the Cout
Revenue of $5.2 Milion from the Town of
Hempstead for 2017 and an Estimated $2.4
Milion for 2018

The Department of Assessment Failed to En:
that the Town of Hempstead IDA & Town of
Hempstead Comptroller Continued to Bill
Expired PILOTSs at the Full Assessed Value {
the Parcels were Restored to the Tax Roll
Resulting in a Loss of Approximately $3.6 Mili
in Tax Revenue

Faiure to Notify the Department of Assessme
of Early Termination of Two Town of Hempste
PILOTs Resulted In a Tax Loss of Over $3.1
Milion

The Department of Assessment did not Remi
Over $7.4 Milion of PILOT Receipts to the
Affected Tax Jurisdictions within 30 Days as
Required by NYS Law

The Department of Assessment should:

a) take the necessary steps to ensure that al County revenue is collecte
specifically the $5.2 milion for 2017 that they failed to collect from the Tow
Hempstead;

b) develop and distribute to the staff written procedures to correctly prep
accounting entries to record PILOT revenues receivables from the three
Nassau County; and

c) develop procedures for the Office of Assessment management to mon
PILOT receivables on a quarterly basis to ensure that they are actually ¢
and the County receives its share.

The Department of Assessment should:
a) work with the IDAs to investigate State legislation or PILOT contract
wording that would require PILOT recipients to record their deeds within 3
days of the expiration of the PILOT or incur a penalty;
b) meet with the IDAs to establish control procedures that require the Agq
to:
i. notify the Exempt Division on the extension of PILOT agreements bef{
the expiration dates;
ii. obtain from the Department of Assessment the tax to be billed (baseq
fully assessed value of the parcel) until the PILOT parcel is restored t
tax roll; and
iii. follow-up with the PILOT owner to ensure the deed transfer was filed
the County Clerk in a timely manner.
c) meet with the County Clerk©os
Exemption Changes (transcripts) to the Assessment Department on a md
basis.

The Department of Assessment should:

a) work with the TOHIDA to require timely notification of terminated or
amended PILOTSs by the Agencies; and

b) contact Agencies on a timely basis when PILOT agreements are neari
expiration to determine whether the projects are going to be terminated 0|
extended.

a) As the Department of Assessment needs to rely on other departmentd
distribute payments, they need to follow-up with the other departments to
process the distribution documents promptly in order to ensure distributiof
timely basis.

b) Management of the Department of Assessment needs to monitor the
processes in the Department, to ensure the Department is acting in comg
with the law. This includes ensuring staff resources are adequate to satisf
statutory requirements.
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Executive Summary

Summary of Audit Findings and Recomme ndations

# Audit Finding Audit Recommendations
5 The Department of Assessment Did Not Invo  The Department of Assessment should:

the Nassau County IDA and Obtain
Reimbursement for Over $530,000 in County
Staff Salaries

Two Delinquent Nassau County IDA PILOT
Payments Totaling $22,193 Were Waived
Although There Were No Written Policies on
Waliving Delinquent PILOT Charges

The Department of Assessment Does Not Hi
Written Policies and Procedures for the Biling
Recording or Monitoring of PILOTs

The Nassau County IDA Did Not Provide
Sufficient Information for Recaptured Monies 1
the Period 2014 to 2017 Until After Fieldwork
was Completed; Auditors Could Not Determi
if the NCIDA was Properly Monitoring the
PILOTSs for Compliance with PILOT and Leas
Agreements

9 Auditors Were Not Provided With Evidence

the Nassau County IDA Monitored and Ensu
Compliance with the Employment Benefits
Specified in the PILOTs

a) invoice and collect from the Nassau County IDA the cost of County PIl
salaries of approximately $532,224 for contracted services provided to t
Nassau County IDA, (required by the License and Cooperation Agreemd
allowed by New York State General Municipal Law); and

b) diigently track the percentage of time County employees perform IDA
services, calculate the related payroll cost and routinely bil the IDA for the]
costs.

The Department of Assessment should:

a) not waive statutorily required late fees; and

b) establish written policies on delinquent PILOT payments that includes t
process for biling and collection and addresses the waiving of late charge)
ensure compliance with the Law.

The Department of Assessment should:
a) develop and disseminate written policies and procedures on PILOT fd
i. biling;
ii. collection;
iii. allocation and distribution of revenues; and
iv. delinquent PILOT payments.

These should detail each process, including due dates/times of each
and the responsibilities for each staff title involved. Sample documents
examples should be included; and

b) develop a procedure for updates to policies and procedures that are
documented and dated.

As the Nassau County IDA did not provide the requested list of PILOT p
that were recaptured (stating the project name, the date the project bega
ended, date of recapture, amount of recapture and whether the funds co
were distributed to the affected tax jurisdictions) until after the end of field
on October 20, 2017, the Auditors could not ensure that PILOT projects|
properly monitored for compliance with the PILOT and Lease agreement
Therefore, this is one of the reasons this Office is currently conducting an
the Nassau County IDA.

The Nassau County IDA should monitor and track the number of employe
retained or hired and obtain the supporting documents to ensure complia
the PILOT and Lease agreements.

As noted in Audit Finding (8) above, this Office is currently conducting an 4
of the Nassau County IDA, which will include an evaluation of its Project
Monitoring and Compliance Policy.
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Executive Summary

k*kkkkk

The matters covered in this report have been discussed with the officthls DEpartment of
Assessment and the Nassau County, Town of Hempstead and Glen Cove Industrial Developme
Agencies (IDAs).On April 3, 2018we submitted a draft report tbe patties for their review.
Based on the responses from epaltyand an Exit Conference with the Nassau County IDA on
May 9, 2018, a revised draft report was denpartieson July 25, 2018Each agencyrovided
their responseon August 8, 2018 Their August 8, 2018esponssandAuditorsfollow up to their
responss, including clarifications discussed with the Nassau CountydD&September 12018
and the Department of AssessmentSeptembet9, 2018,areincluded at the end of this repor

—t
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Introduction

Background

Payments in Lieu of Taxe8FILOTSs0) are pursuant to contractuadreements with corporations,
property developersand other businessewshich are facilitatedby municipalities and the
Industrial Development AgenciedlDAs0). They provide an inducement to spur economic growth
through the operation of businesses, commercial real estate developnmmaudtafamily housing
including senior and lowincomeprojectsin the County. Theparcelsof propertyare removed
from the taxrolls, and the entities remit contractually determidOT paymentsequal to the
amountof, or a portion ofthe realproperty taxeswhichwould have been levied if theaprels
werenot tax exempéand lefton the tax rolls.

In Nassau County, tihe ae three IDA$ authorized by New York State to provide financial
assistance to businesses or projects that are expected to benefit the County and its taxpayers
creating or retaining jobs, providing economic development opportunities and attracting
companies.

The Department of Assess mehdT refenves receiged byaehet o
County and allocates the revenues received to school districts, various municipalities, and th
Countybds Gener al Fund (fAadNrC | iOWeSTPVN af HempsieaddDAU n t
( ATOHI epAt@acds with the Town of Hempstead Comptroller's Office fibre billing,
collection and distributionof PILOT revenue to the affected jurisdictions. T@éen Cove

( A GC I ,biksocdllects and disbursawer PILOT paymentgo the various school districts and
local municipaities.

Between 202 and 206 PILOT revenueso Nassau Countycreased3.4%6, primarily due to new
PILOT agreements with the various IDAs withire County’.

The Countp ©Office of Managemen& Budget noted that there was a significant increase in
projects which started ir2014 and indicated that theis a total 0f86 PILOT agreements40 of
which are in the Town of Hempste@@ OH® )

A PILOT agreemeninay cover one or more parcels of real propeByhibit | on the next page
lists the number afeal propertyparcelswith active PILOTS as of November 3, 2016, along with
the name of the IDA that granted the PILOTS, the year granted arehthestatéaxes &sociated
with the parcelsemoved from the tax roll that year.

Exhibit | shows that thegrcels granted tax exemptions increasenh 23 parcelsn 2004/2005 to
a total of 370 parcels over the 14 year period ending in 2017/2018, apfifoximately

3 General Municipal Law, Article 28\, Industrial Development Title 1, Agencies, Organization and Powers, Section
854(17). Definitions.

4The three Industrial Development Agerccae: Nassau County IDA, Town of Hempstead IDA and the City of Glen
Cove IDA.

SNassau County Office of Management & Budget @A2018 ¥
Trends on page 97.

fNassau County Office ofPrMameargteymeTnatx &F rBeuedzgee tC riie2dlilt5 A
Highlights on page 88.
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Introduction

$88,518,648 in taxes removed from the tax rdlhe tax exemptions wereplaced by PILOT
payments equal to the original tax amqumta portion othe original taxes

Exhibit |

Pilot Parcels Added Per Year
by IDA Agency and Year - 2004/2005 to 2017/2018

As of November 3, 2016

Nassau County Town of Hempstead City of Glen Cove Total
IDA Parcels IDA Parcels IDA Parcels IDA Parcels

Year Count Tax Amount Count Tax Amount Count Tax Amount Count  Tax Amount
2004/2005 5 % 22,585 6 $ 979 12 3 22,106 23 3 45,670
2005/2006 3 390,574 2 9,777,707 - - 5 10,168,281
2006/2007 14 3,511,883 22 1,572,913 1 - 37 5,084,794
2007/2008 6 467,811 25 1,132,429 2 1,956 33 1,602,196
2008/2009 19 2,514,873 10 833,225 - - 29 3,348,098
2009/2010 13 3,847,008 - - - - 13 3,847,008
2010/2011 7 89,839 2 140,702 - - 9 230,541
2011/2012 4 747,836 8 1,823,756 1 1 13 2,571,593
2012/2013 12 3,348,010 18 3,713,080 1 6,965 31 7,068,055
2013/2014 4 804,847 12 1,007,171 - - 16 1,812,018
2014/2015 44 21,888,255 8 334,181 1 97,212 53 22,319,644
2015/2016 21 4,844,015 9 170,834 33 27,775 63 5,042,624
2016/2017 20 2,320,619 22 22,385,858 1 6,681 43 24,713,158
2017/2018* 1 399,886 1 295,076 - - 2 694,962

Totals 173 $45,198,041 145 $43,187,911 52 $ 162,696 370 $88,548,648
Source: Wholly Exempt Division ("WED") IDA Active PILOT Schedules as of 11/3/16.
Note: The PILOT schedule shows that 370 Parcels with Active PILOTS as of November 3, 2016 were removed from the taxrolls. The
corresponding taxexemptions removed fromthe taxroll totaled at least $88,548,648 and were replaced by PILOT payments equal tq
of property taxes, or a portion of, which would have been levied if the parcels were not taxexempt by reason of the IDAs' involvem
The WED did not provide a taxexemption amount for 72 of the 370 parcels listed. Of the 72, 31 were tax exempt. Not all parcels grar
were listed separately by the WED.
*Pilot granted prior to November 3, 2016.

History

The IDAs offer benefits to project owners or companies, such as real property tax, mortgag
recording and state and local sales and use tax exemptions, as inducements for them to relocate
expand in or remain in their jurisdictions. In order to be g@attax exemption, title to, ownership
of or an interest in thparce(s) of property or equipment is transferred to the IDA through a deed,
lease, bill of sale or other conveyance document to bring the prqueedglu nder t he
jurisdiction or cortol.”

Prior to providing any financial assistance in excess of $100,000 to a project, the IDAs are require
to adopt a resolution describing the project and the financial assistance being contemplated by t

"General Municipal Law, Article 28\, Industrial Development Title 1, Agencies, Organization and
Powers, Section 874. Tax exemptions.
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Introduction

agency with respect to such project, hold a jguiearing, give at least ten days of published notice
prior to the hearingand provide notice to the chief executive officer of each affected tax
jurisdictionregarding the hearirfjwith respect to a project propegsgrcelthatis primarily used

in making retail saleshatconstitute more than orthird of the total projecthe projectshallnot

be approved unless the agency finds that undertaking the project will serve the public purpose k
preserving permanent, private sector jobs or increasing gralbmumber of permanent, private
sector jobs in the statd?ayments in lieu of taxes received by the agency shall be remitted to each
affected tax jurisdiction within thirty days of receipt.

The IDAs must establish a uniform tax exemption policy withut from affected taxing
jurisdictions that provides guidelines for the claiming of real property, mortgage recording and
sales tax exemptions. The guidelines must include the period of exemymesosntage of
exemptions, types of projects for whickeenptions can be claimed; procedures for payrai@nts
lieu-of-taxes and circumstances under which real property appraisals are réquired

Operations
In order for gparcel ofproperty to qualify for a real property tax exemptidre IDAs are required
to fleanA Appl i cation for Real Property Tax EX

Assessors and provide copiegte#application to the chief elected official of each school district,
city, county, town and village where the project is locdteglich @plication shall include copy

of any agreement relating to the project or an extract of the terms related to payments to be ma
to the municipalities and termination of the agreement.

For the purposes of billing and collecting PILOT payments for tres&laCounty IDA, aopy of
the PILOT agreement is provided to the Depa
electronicallyscansand saveshe agreement. As noted above, the other two BB, collect
and distributehe PILOT payments fahe agreements that are issued by each Agency

Procedurefor Removal of PropertyParcelsfrom Tax Roll

When the Application for Real Property Tax Exemption andPth®T agreements are received
from the IDAs, the Departmenf Assessmeits Wh o | | ivisiBx €@inbg tv ité&kes ther 0 )
following steps:

1 Datestamsthe documents

1 Reviews the documents and removes tharcel ofproperty from the tax rolfiAdapd
system? and

81bid. Section 85%. Additional prerequisites to the provisions of financial assistance.

9 1bid. Section 862. (2) (c), Restrictions on funds of the agency.

101bid. Section 874 (3), (4) (a), Tax exemptions.

11 Real Property Tax Law, Section 442 Applicdion for property tax exemption.

2The Town ofHempstead IDA contrastvith the Town of Hempstead Comptroller's Office floe billing,
collectionand distributiorof PILOT revenue to the affected jurisdictions.

B The Nassau County electronic tax roll system.
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Introduction

1 Theremovegarcelsareadded to excel worksheghatareused by the Division to monitor
when rcelsare added and removed from the tax!folThe excel workshesshows the
section, block, lot, project name, address, begin, end and amendeaidiadescription of
the parcelof property

0 One worksheet ifor Active (Off Roll) PILOTs that are reviewedly the Division
to determine if th€’ILOTs are due to expireE-mails are sent to the IDAs asking
the Agencies to confirm the expiration or termination ofRHeOT agreements.

o Another worksheet is fdnactivePILOTs (On Roll)that are terminated or expired
andthe parcelfiave been placed back on the tax roll.

Process of Restoring PropertyParcelsto the Tax Roll.

When thePILOT agreements expire or are terminatheé prgerty parcelare placed back on the
tax rolls by theDivision as follows

1 If anIDA owns a parcel ofproperty through a deedhe ownership of theparcelis
transferred back tthe owner and recorded’he owner is responsible to record the deed
and paytherecordinigees t o t he Nas s aU0heRecordsDgparithéene r K
of the Nassau Chuootifiastthe Di@diopwhikhondl reQdre theareelto
the tax roll on the date of the deed oatpecified date.

1 If anIDA has control of theparcel & property via a lease agreemethie Division will
remove the exemptiorelated tathe PILOT on theprojected expiration date stated on the
application, unless they are notifidtht theparcelwas transferred back to the owner

Restored Tax Petition Process

Whenatax exempparcel ofproperty of an IDA is transferrdshckto a taxable entity, thparcel
is subject to praata taxation and @etitiond must bepreparedas required by thlew York State
Real Property Tax Lawestion 528°. The petition is a formal notioghich is completed by the
Department of Assessmeamd is sent to the Nassau County Assessment Review Commission for
their approval The Departmentan only restore taxes onparcelfor the current year anithe
immediately preceding tax yedan accordance with the settlement of the 2009 case between
Broadval, L.L.C. vs. County of Nass&u.The process of restoring tiparcelto the tax roll is as
follows:

1 An email is sentby the Department of Assessme(Wholly Exempt Divisior) to the
Department of AssessmefAccountingDivision) for NCIDA and to the other IDAs to

14 The excel worksheet was created in December 2015 during the year the Director of the Wholly Exempt Division
was hired. Prior to this time, the Division was not aware of the type of records that were mmgattdo the PILOT
agreements.

> New York State Real Property Tax Law, Section 520. Assessment and taxation of exempt property upon transfer
title.

6 Broadval L.L.C. v County of Nassau, 2009.
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Introduction

obtain thelast PILOT payment made in ordéo capture the time period for which taxes
should be paid.

1 Theparcelis assesseby the Field Divisioras of the date of the termination and/or transfer
of ownershipas required by the Real Property Tax Law, Section 520(2).

1 Once thearcelis assessedhe Division will remove the exemption in the next applicable
tax year and restotaetaxes

1 The Division prepares the petitit\ased on the information abgvken it is signed by the
Department ofA s s e s s Ateonnting ivision and submitted to the Nassau County
Assessment Review Commission for thepproval Once the AssessmerReview
Commission approves the petitighetaxeson theparcelareofficially restored.

1 Aletter is sent to the owner of tharcel of propertyotifying them that the parcil going
back on the tax roll anithatthe assessed value is being used.|&tter also advises them
of their right to challenge the value with the Assessment Review Commission.

Billing of PILOT Agreementsand Collection of PILOT Payments

The hlling and collectionof PILOT payments for the NCIDAs performed bytheCount y 0
Departmenbf Assessmeidt Accounting Division The GenCovelDA processes their own billing

and the Town of HempstedDA has the dwnCo mpt r o | | l&ll; adlectadd disiribute
their PILOT payments.

Whenanew NCIDA PILOT agreement is receivedoin the Exempt Divisionthe Accounting
Division adathe PILOT project to an excel workshedthis worksheet serves as théernal data
referencefor monitoring the billing and colledbn of PILOT payments and disbursenent of
moniescollectedto the affected municipalitieIhe excel spreadsheet shothis PILOT project
name, parcelD, date and amount due, date and amount paid, receipt number, disbursemer
amount and entity and disbursement voucher number.

Allocation of PILOT Revenuefor the NCIDA Only

PILOTr evenues for the NCIDA are received by
deposited into the Countyds Agenmonthiy the u st
Department oA s s e s s Aceoanting ®ivision which thenallocates the PILOT revenues to
the affected jurisdictions (school di stric
Fund) based on calculating the taxable assessed value divided by 100 times the tax rate of t
taxing jurisdiction from the prior year. payment voucher (VBAS vouchéy is prepared by the
A s s e s s Aceourttirig sDivision which is thensent to theOffice of the Nassau County
Comptroller Claims Dvision, for approval Once approved, a check processed by the
Tr easur er GgenttoGhie &ffected juriadictbons.

"VBAS is a claim voucher prepared by the Department of #ssaent.
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Introduction

Delinguent PILOT Payments

Paymentg in lieu of taxes that are delinquent under BieOT agreemenare subject to a late
payment penalty di% of the amount due aridointerestper monthon the total amounincluding
penalty for norpayment beyond the first montih accordance with thlew York StateGeneral
Municipal Law'®,

Budgeted and Actual PILOT Revenues

As of October 32017, thePILOT balance in the Agency & Trust Fund awaiting allocation was
$27.8 million. Exhibitll showsallNa s s au C o uedang acsiaPih QTdayentes for the
period January 1, 2010 €@ctober 32017

Exhibit 11

PILOT Revenues to Nassau County

01/01/10 - 10/03/17

Year Budgeted Actual Variance

2010 $ 6,500,725 $ 6,880,970 $ 380,245
2011 6,805,057 7,368,866 563,809
2012 8,661,865 8,583,256 (78,609
2013 9,646,819 10,791,179 1,144,360
2014 9,424,089 10,006,152 582,063
2015 11,663,465 12,305,280 641,815
2016 @ 50,777,307 12,851,706 (37,925,601
2017 @ 42,346,721 8,934,497 (33,412,224
Total $ 145,826,048 $ 77,721,906 $ (68,104,147

Source: NIFS - Actual amounts are from Index Code BUGEN1700, Sub-Object R1
Budget amounts are fromthe Office of Management and Budget's Budget Repa

D The budget amount shown for 2016 is higher than 2015 because it includes §
million in LIPA PILOTS transferred from property taxto adhere to a state statue t
these parcels at 2% for levy purposes. The remainder, $13 million, is IDA PILOT
revenue.

@ The budgeted amount shown for 2017 includes $27.7 million in LIPA PILOTs
transferred from property taxto adhere to a state statue to cap these parcels af
levy purposes. The remainder of $14.6 million is IDA PILOT revenue. The actual
revenue amount shown for 2017 is as of 10/3/17.

B New York State General Municipal Law, Article-£8 Industrial Development Title 1, Agencies, Organization and
Powers, Section 874 (5), Tax Exemptions.
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Introduction

Audit Scope, Objectives and Methodology

The audit period was from January 1, 201Dé&xember 312017.

The objective of thd’ILOT revenue reviewvas to determinewhether all revenige(including
penalties and intergstere collectegtheCountyd share ratio of revenweas correctly calculated;
and allocations to municipalitiesnd school districtsvere accurate and performea a timely
mannerThe restoration gbarceldo the tax rollwhe®ILOTa gr eement s expi r e
administration oPILOT agreementsvas also reviewedn addition, wereviewed laws, policies
and procedures and intervied employees to determine responsibilities, duties and work
procedures.

Specifically, we:

1 Reviewedcurrent State and County laws and regulations cov&ib@Ts.

Identified PILOT revenues received by the County during the audit period by entity,
amount ad period covered.

1 Reviewed h e CoPILOTAgensy & Trust Account (Balance Sheet Account 69L) to
determine if allocations to the school districts, towns, cities and villagesmade in a
timely manner.

1 TestedPILOT allocations prepared by the Depaent of Assessment for accuracy and
timeliness.

1 Determinedf all active Nassau CountfpAs (Nassau CountiDA, Town of Hempstead
IDA, Glen Cove IDA) PILOTs have been identified and are being tracked by the
Department of Assessment.

1 RevieweddelinquentPILOT payments, verifyingf follow -ups were performedand if
appropriatepenalties and interesterebeing charged.

1 Reviewed he Depart ment of As s eparsedethetak llopce o c ¢
PILOT agreements expire or are terminatedtaretsure that thisvas being done correctly
andon atimely basis

1 Communicated witiNassalCountyIDA officials regarding the monitoring process for the
PILOT agreements they oversardto determine if PILOT projectsare being monitored
for compliane with the terms of the agreemenirsd whethethe benefits eacRILOT
brings to the County (i.e., senior citizen housing, employment opportusitedentified
and tracked

91 Determinedf nonperforming NassauCountyIDA projectsaresubject to penalteand/or
the termination of th&ILOT agreemenand whetherfi r e ¢ a pPILOT andumts for
unsuccessful projectgereremitted to the County, municipalities and school districts

We believe our review provides a reasonable basis for the findinge@rmmendations
contained herein.
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Finding and Recommendations

AUDIT FINDING (1)

(1) The Department o f Assessment Di d Not Record nor
PILOT Revenue of $5.2 Million from the Town of Hempstead for 2017 and an Estimated
$2 4 Million for 2018

The Office of Assessmentodos Accountant who
PILOT payments for the NCIDA retired from the County in September 2017. Remaining
Assessment staffiad difficulty perforning these accounting function®ne becaus written
procedures did not exianhd twq perAssessment staff, the Department was understaffed.

As a result, Assessment did not monitor th
from the Town of Hempst ead Cocollpction.oThi$ led t6 s

Assessment not being aware that the Town of Hempstead did not remit to the County the PILO
payments due for 2017 totaling $5.2 million. This amount has been confirmed by the Town of
Hempstead Comptrollersdéd Office.

Additionally, Auditors note that as ofnid-July 2018 no PILOT payments have been received
from the Town of Hempstead for 2018. Based on the 2017 amount due of $5.2 million,
Auditors estimate that the 2018 amount due as of miduly 2018 would be $24 million.

Audit Recommendations:

We recommend that the DepartmehAssessment

a) take the necessary stepstwsure that all County revenue is collectedspecifically, the
$5.2 million for 2017 that they failed to collect from the Town of Hempstead;

b) develop anddistribute to the staff written procedures to correctly prepare accounting
entries taecord PILOT revenuesreceivables from the three IDAs in Nassau County;
and

c) develop procedures for the Office of Assessnmeahagement to monitor the PILOT
receivables @ a quarterly basis to ensure that they are actually collectecand the
County receives its share.

AUDIT FINDING (2)

(2) The Department of Assessmenfailed to Ensure that the Town of HempsteadlDA &
Town of HempsteadComptroller Continued to Bill Expired PILOT s at the Full Assessed
Value Until the Parcelswere Restored to the Tax RollResulting in a Loss ofApproximately
$3.6 Million in_Tax Revenue

When PILOT agreements expire, tharcelsshould no longer be receiving a tax incentive and
should be placed back on the tax roll and taxed at its full assessed value by the Department
AssessmentThe County can only collect taxes back one year from the current tax year date

Review of Department of Assessment Collection of Payments In Lieu of Taxes (PILOT) Revenue
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Finding and Recommendations

the parcel is as®ssed on the tax rolt? It is therefore essential that PILOT transactions are
recorded promptly, to ensure County revenues are not lost.

Section 858(15) of the New York General Municipal Law and SectioraddPthe New York
Real Property Tax Lawequires he I ndustri al Devel opment Ag¢
send copies of the PILOT agreements to all taxing jurisdictions and the Department of
Assessment 6s Whol | y Ex e mpatthelme/PILOTS@ne grdnfelliex e m
PILOT agreememstinclude the termination dates.

Auditors were advisethat theDepartment of Assessmesgnd emails toeach respective IDA to
inquire about expiring, terminated, or amended PILOTs in orddretpn the tax restoration
processHowever,the Department ofAssessmenhas not developeddequatenternal control
procedures to tradk D Aresponses anehsure that the IDAs continue to bill terminated PILOTS
at the full assessed value until therce$ arerestored to the tax roll.

Auditors also noted tha formal processloes not exist to ensure thiae PILOT ownersile the
termination paperworithe deed transfer) wittme County Clerka s per t he [ddd06 s
pay the recording feedhis filing is important because the@ounty Clerk periodicallysends
Exemption Chang&anscrips of recorded deeds to tieepartment oAssessmenwhich arethen

used to restore thparcelto the tax roll. TheDepar t ment o {Whalys Bxengpts me
Division) Director stated the transcrgftom the County Clerkra not generated monthly and it is

up to the County Clerk when these reports are generetedestablishment ofrmonthlyprocess
would reduce the length of time to restpegces back to the tax rall

The IDAs are not legally required to notify tbepartment of Assessment when PILOTs have
expired or terminated. Howevef the project owner does not record the deed with the County
Clerk in atimely manneror notat all, theparceldoes not go back on the tax roll.

The Auditors notedhie Departmend f Assessment 6s whl cantowerotbiitheg D
terminated or expired &sauCounty IDA PILOTSs at full assessedalue untilthe parcelsare
placed back on the roll

The Town of HempsteadDA advisedthe Audi t or s t hat fatfhteeyr doe rmuo
and thafTown of HempsteadDA invoicing was performed by the olvn of Hempstead
Comptroll @ros Office.

We reviewed the Inactive and Active PILOT schedules as of November 3, 2016 used by the
Exempt Division to monitor when PILOT agreemt®end. Our findings for the Inactive schedule
are shown below and for the Active schedule are shown in Fingling (

19 Real Property Tax Law, Section 520,553, permits the Assessor to restore only thoseemssagisith have been
omitted from (1) the current tax year, and/or (2) the immediately preceding tax year and then only if restorations hav|
been properly authorized in accord with specifically applicable procedures and statutory notice requiremétets. (As c

in Broadval L.L.C. v County of Nassau.)

20The Town of Hempstead provided no evidence that entities were required to pay PILOTs at 100% of property
taxes after PILOTs expired or PILOT agreements were terminated.
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Finding and Recommendations

Review of Inactive PILOTs Returned to the Tax Roll for Timeliness

Exhibit 11l shows the time it took fathe parcels related &xpiredPILOTs to be placed back on
the tax roll for 118 PILOParcelgtotaling $20,799,347 in property taxes from 2003 to 2bfi6

the NCIDA and the TOHIDA. The TOHIDA tax amounts highlighted in yellow represent the $3.6
million lost from 2003 to 2016 as a rdtsof 15 terminated TOHIDA PILOparcelghat took from
three months to almost two yeds the related parcel® be placed back on the tax rdHee
Appendix A for more detail bparceland the reasons for the delays, when known.

Exhibit 111

IDA Inactive PILOT Parcels On Tax Roll
Time Span from the Date PILOT Expired/Terminated

to the Date Exemption Was Removed (Restored to Tax Roll)
as of November 3, 2016

Time Span
(in months, days) from
Expired to Date

Exemption Removed Nassau County Town of Hempstead Total
(Restored to Tax Roll) IDA Parcels ) IDA Parcels @ IDA Parcels
Tax Tax Tax
From To Count Amounts Count Amounts Count Amounts
Prior to Expiration 64 $ 2,321,991 3 2,088,321 67 $ 4,410,312
0.0 0.0 3 605,221 2 535,211 5 1,140,432
0.1 12.0 7 1,792,075 7 2,710,702 14 4,502,777
12.1 24.0 1 183,937 8 894,671 9 1,078,608
24.1 36.0 4 773,020 4 773,020
Date Expired or
Restored Unknown 11 2,535,582 8 6,358,616 19 8,894,198
Total 90 $8,211,826 28 $ 12,587,521 118 $20,799,347

Source: Wholly Exempt Division ("WED") Inactive PILOT Schedule as of 11/3/16.

W NCIDA tax amounts were replaced by PILOT payments equal to the amount of property taxes, or
of, which would have been levied if the parcels were not tax exempt by reason of the NCIDA's involvg
Once the PILOT terminated, the PILOT was billed at 100% of assessed value until the parcel was re
the tax roll and the normal Department of Assessment biling process resumed. General Municipal Lay
18-A, Industrial Development Title 1, Agencies, Organization and Powers, Section 854. (17) Definitions

@) TOHIDA tax amounts were replaced by PILOT payments equal to the amount of property taxes,
portion of, which would have been levied if the parcels were not tax exempt by reason of the TOHIDA
involvement. Once the PILOT terminated, biling ceased until the parcel was restored to the tax roll af
normal Department of Assessment biling process resumed. As attesdiOHIDA tax amounts
highlighted in yellow represent $3,605,373 in Lost Revenue.

2! Date Exemption Removed on Wholly Exeinipactive PILOT Schedule as of November 3, 2016.
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Finding and Recommendations

Audit Recommendations:

We recommend that

a) the Departmentof Assessmentind the IDA investigateState legislation or PILOT
contract wording that would require PILOT recipients to record their deeds within 30 days
of the expiration of the PILO®r incur a penalty

b) the Department of Assessmaneet withthe IDAs to establishcontrol procedures that
require the Agencies to:

i. notify the Exempt Division on the extension of PILOT agreemiesfsre the
expiration dates

ii. obtain from the Department of Assessment the tax to be billed (based on the fully
assessed value of tparce) until the PILOTparcelis restored to the tax roknd

iii. follow-up with the PILOTowner to ensure the deed transfer was filed with the
County Clek in atimely manner

c) the Department of Assessmente e t with the CourestaplishCl e
procedureso providethe Exemption Changétranscripts}o the Assessment Department
ona monthly basis

AUDIT FINDING (3)

(3) Failure to Notify the Department of Assessment of Early Termination bTwo Town of
Hempstead PILOTsResulted Ina Tax Loss of Over $31 Million

Active PILOT Review

We reviewed the Active PILOT schedutmdfoundthat the Department dfssessment was not
notified of twoearly TOHIDA PILOT terminations that resulted in a loss of approximasdyl
million.

As shown in Exhibit I, e activePILOT schedules as ddovember 32016,indicated there were
370 PILOT parcelswith total property tas of $88.5 million from the period20042005 to
201720182 that were granted tax exemptions from the thi2as?® in Nassau County. We
examined thePILOT expiration dates and suppdiir those projects nearing expiratida
determinewhetherthe Department oAssessment contacted tA®©HIDA beforethe PILOT
agreementsvere terminated or expigkandbr whether th& OHIDA had communicated with the
Department of Assessment.

Our reviewnotedearly terminatiormproblemswith thefollowing two TOHIDA PILOT agreements

22 Beginning Date of PILOT property on the Wholly Exempt IDA Active Pilot Schedule as of November 3, 2016.
23 The Nassau County IDA had 173 parcels, the Town of Hempstead IDA had 145 parcels, and trev&IE&AC
had 52 parcels.
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Finding and Recommendations

1 East Meadow A.L LLC c/&unrise Assisted Living Investment Ilc.A Sunr i se A
Livi;and o)

f Janice Mary Associates Lda)d, Rose Fence |

Auditors were informed that thEOHIDA did not notify the Exempt Divisiorof the two early
terminaed projects However, for the Sunrise Assistéiving PILOT, the TOHIDA provided
evidence that the County of Nassau was a party to the early termination agreement dated Octok
1, 2013. These documerdhowthat the Nassau County Attorney signed the early termination
agreementbut we have no way of knowing if the Exempt Division received copies of the
documentationAs a result tax revenues for three yearsor more were lost on the B and 2"

TOH PILOT projects.

The details of théwo TOH PILOT projects are discussed below.

Sunrise Assisted Living

1 The TOHIDA did not inform Assessmeuitthe Sunrise Assisted LividgILOT, which
wasdue toexpireon December 312014 that the agreementasterminatedon October
1, 2013 Documents provided by the TOHIDA revealed that the County of Nassau was
a party to the early termination agreement, which was signed by the County Attorney.

1 The Assessment Exempt Division contacted the TOHIDA regarding the status of the
Sunrise Assistediling PILOT on April1, 2016and responded to by the TOHIDA on
April 4, 2016.

1 On November 9, 2016, the Sunrise Assisted Living PILOT was restored to the tax roll
for the2018 tax year.

1 Due to the lack of communication and monitoring between the TOHIDAtad
Exempt Divisiontaxes were lost on the Sunrise Assisted Livingarcel for 4 years
from 2014 to 2017 totaling approximately $2,755,136

Rose Fence

1 The TOHIDA did not inform Assessmetitatthe Rose FenceILOT, that wasdue to
expire onDecember 312016 was terminated oApril 1, 2015 for non-compliance

1 The TOHIDA advised thduditors that they were rtoaware that thgparcelo wn er 6 s
counsel had notcorded the deed untile Assessment Exempt Division contacted the
TOHIDA for the status of the Be Fence PILOT on January P917.

1 Documents provided by the TOHIDA revealed thaletter was sent to thearcel
owneb s ¢ ouJure &2, 201fequesting that the deed and recording forms be filed
with the Nassau County Clerk no later than June @05 2Auditors noted that there is
no follow-up process in place to ensufre parcelowner completes the recording
process.

1 Follow-up by the TOHIDAIn 2017revealed thathe pincipal of theparcel ofproperty
had died and the estate took time to be settled.
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Finding and Recommendations

1 Assesment was finally provided with theecorded deed on August 10, 204d the
Rose Fence PILOT was restored to the tax roll fo20t8tax year.

1 Due to the lack of communication and monihgy; taxes were lost for the Rose Fence
parcelfor three years from 2015 to 2017 totaling approximately $354,155.

Our review also founthat the lack of communication between T@HIDA and theDepartment

of Assessment led to the premature removal of the exemptiafPtiOT projectlease(Richner
Communicationspn its expiration datéDecember 31, 20)5adding Richner Communications
back on the tax rall According to the Department of Assessi they were not aware the
TOHIDA hadamended the PILO&greementThe miscommunication was discovered when the
TOHIDA receivedthe June 7, 201®otification letter from théAssessment Review Commission
thattheparcebs t ax st at us wdale TOHIDAsankethk ameaded aadkrestatede
PILOT and Lease Agreemetat the Department of AssessmentAugust 31, 2016,

Audit Recommendations:

We recommend that tHeepartment oAssessment

a) work with theTOHIDA to requiretimely notification ofterminated or amended PILOTs
by the Agenciesand

b) contact Agencies on a timely basis when PILOT agreements are nearing expiration td
determine whether the projsairegoing to beerminated oextended.

AUDIT FINDING (4)

(4) The Department of Assessment did not RemiDver $7.4 Million of PILOT Receiptsto
the Affected Tax Jurisdictionswithin 30 Days as Required by NYS Law

NYS General Municipal Lavieection874(3) and58(15)requires PILOT receipts be remitted to
theaffected tax jurisdictions within 30 days of receidtiditorsfound 76 out of 1334, or 57% of
PILOT receipts totaling ¥,401,5580f the $13,319,356 for 20MBere not remitted to affected tax
jurisdictions withinthe 30 days of receigor 22 NCIDA PILOT agreements tested in 2016.

TheAuditors:

1 examined the allocated amounts paid to affected jurisdiction2f&ML20T projects to
determine compliance with the Lawhichs t at es t he Apayment s
allocated among affected tax jurisdosts in proportion to the amount of real property tax
and other taxes which would have been r ¢
dates of payment to the jurisdictions were also examined for compliance to Section 874
(3) of the Law which state A Payments in |ieu of taxes
remitted to each affected tax jurisdiction within thirty days of reaeipt.

“The total of 133 remittances do not of6dehiadces tdtating Co
$2,514,5786, since receipts are collected by the County.
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Finding and Recommendations

1 verified the dates and amounts of the remitted receipts to the affected jurisdictions listed
ontheAssessmeabotseting Divi s ioandodata o extel n g

schedules to the general ledd@@r the period 0f20132014, 20142015, 2018016 and
20162017

1 calculated the allocation of distributed PILOT receipts to schools, foaaicipalities
andthecCounty wusing the r es pEhednaexceptigntountiasd i c
a PILOTreceipttotaling $7,227 whichwas received on August 8, 20IFhe allocated
portionamouning to $1,710 was not distributdaly the Department of Assessménmthe
affected municipality

Our review ofl33remitted PILOT receipts totalingl$,319,356 for 22 PILOT projects tested in
2016 are shown belaw

1 57remittances totaling%917,798 or 43%, werepaid within 30 days;
1 26 remittances totaling2§133,723 or 19%, werepaidin 31 to 40 days; and

1 50 remittances totaling%267,835 or 38%, werepaid 41 days or more past the 30 day
receipt limit.

As a resultAssessment did not comply with Section 874(3) of the Haes tothe length of time

it takesto process the reitted receipt paymesandtheuntimely monitoring ofwhenreceipts are
remitted When PILOT payments are receivddh e Assessor 6s Account
paymentvouches that need tobe approved by theActing County Assessoand by the
Comptrolled ¥endor Clains Divisionb ef or e checks are generate
pay the affected jurisdictions.

We reviewed 2 NCIDA PILOT projectsto determine whether the PILOT billing and

collection amounts were accuratand performed on a timely basor each of the stated periods
below.

T Audi t or 0s t e s$l0,781a38prI32%00ftthe total PIleOd payments for
20132014

f Audi tor 6s t e s$14,958810prI32200fthe totalPlleOd paymentdor
20142015

T Audi tor ds t e sHl5,883082prl 76%of theototaRILOT paymentsor
20152016 and

®The Assessment oO6s Acc ou ningischeduledtd mani®n PLOT payanentstthatismows tre b
date and amount billed, collected, and distributed to the affected tax jurisdictions.

%®The Assessmento6s Accounting Division maintains exc
allocae the PILOTS to the affected tax jurisdictions. The excel schedules show the school, general tax rates, an
PILOT payments and also calculates the allocation of payments to the affected jurisdictions by year.
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Finding and Recommendations

T Audi tor 6s t e s#l6,551:800prl92% of thetotalRILOT paymentsor
20162017,

Weverifiedthe PILOT billing amounts and dates onthe Asseme nt 6 s Accountin
schedules to the PILOT agreement payment scheédulesfiedthe collected payments and dates
on the billing schedule to the general ledgred found no exceptions.

Audit Recommendations:

We recommend the following:

a) As the Department ofAssessment needs to rely on other departments to distribute
paymentsthey need tdollow-up with the other departments poocesshe distribution
documentgpromptlyin order toensure distributionsn a timely basis.

b) Management othe Department oAssessmenhesds to monitor the processesthe
Departmentto ensuréhe Departments acting in compliance with tHaw. This includes
ensuringstaffresourcesire adequate tatisfy statutory requirements

AUDIT FINDING (5)

(5) The Department of Assessment Did Not Invoice the Nassau County IDA and Obtain
Reimbursement for Over $530,000 in County Staff Salaries

The Nassau County Department of Assessment did not invoice the Nassau County IDA for th
cost of salaries totaling appximately $532,22% for thecontracted servicgserformed by County
employees on behalf of the NCIDA from 2014 to September 30, 28Iréquired by the License
and Cooperation Agreeméhtbetween Nassau County and the NCIDA that was created as
permitted by Section 858)°° of theNew York State General Municipal Law.

New York State General Municipal Law, Section 858.(6) states that Industrial Development|
Agenci es ( fil DA sagencieaof the State dféNeweYiorkl and with the consent of the
municipality may use County agents, employees and facilities so long as it pays the County a
agreed upon portion of the compensation or cost incurred by the County.

2T PILOT agreements include a PILOT schedbhlat shows the years and amounts that are to be paid by the project
owners.

2The $532,224 is an estimate that was calculated by the Auditors for NCIDA PILOT contracted services performed
by three County employees between 1/1/14 and 9/30/1
base rate of pay by the percentafi@me the employee estimated was spent on NCIDA activates during this period.
22 The License and Cooperation Agreement between the County and the NCIDA dated January 1, 2011, was for t
rental of office space at 1550 Franklin Avenue, Mineola, Nid far the costs of employees that work on behalf of
the NCIDA.

30New York State General Municipal Law, Article-28 Industrial Development Title 1, Agencies, Organization and
Powers, Section 858. (6), Purposes and powers of the agency.
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Finding and Recommendations

The License and Cooperatio Agr ee me nt bet ween Nassau and
agrees to be responsible for the appropria
agents and consultants. o

The work referred to in the License and Cooperation Agreement is lotlee Accounting
Division of Nassau Countyods Depart ment of
Accounting Division bills and monitors the collection of the Nassau County IDA PILOT payments
and processes the disbursement of the collected mogiestoe ct ed j ur i sdi cti o
Office records the receipt and disbursement of the PILOT payments in separate accounts in i
accounting systerft.

TheAuditorsmade inquiries to both Assessment and the Nassau County IDA:

1 Three emails that werest to the then Acting County Assessor and the Deputy Assessor
regarding the lack of reimbursement to the County for services performed by three
Assessment employees went unanswered.

1T The NCIDA replied to the same mgsendacsstbasedn ,
on appropriate invoices for services rendered. At this point inienbave not received
any invoices from the County for such services. 0

As a result, the County provided services to the NCIDA and did not bill or receive reimbursemen
for the employee cost of approximately $532,224.

In addition, Assessment laid off one of the thre&ully reimbursable (billableto the Nassau
County IDA) PILOT revenue employees working on collections and disbursementand
another unit Accountant left the County in 2017 This further diminish ed staff to perform
revenue collection functions.

Audit Recommendations:

We recommend that tH2epartment of Assessment

a) invoice and collect from the Nassau County IDA the cost of County PILOT salaries
of approximately $532,224 forcontracted services provided to the Nassau County
IDA, (required by the License and Cooperation Agreemenaimaed byNew York State
General MunicipalLaw); and

b) diligently track the percentage of time County employees performsi&ices, calculate
the related payroll cost and routinely bill the IDA for these costs.

31 The Town of Herpstead IDA contracts with the Town of Hempstead Comptroller to perform its PILOT billings
and distribution of revenues to the affected municipalities. The Glen Cove IDA handles their own PILOT billings and
distribution of revenues to the affected munidipes.
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Finding and Recommendations

AUDIT FINDING (6)

(6) Two Delinguent Nassau County IDAPILOT Payments Totaling $22,193 Were Waived
Although There Were No Written Policies on Waiving DelinquentPILOT Charges

During oursamplereview of delinquent PILOT paymentse noted

1 One late chargdue onFebruary 10, 2014f $1,741thatwasnine dayslate for the 75
Commercial Realty LLC projeestas wai ved by Assessmadt 0s

1 A late charge duBecember 24, 2016f $20,452for the 101 Uniondale LP projeuatas
12 daydateandwaswaived by the NCIDA.

1 We also found nagprovision allowing late fees to be waivedring the processing of
delinquent PILOT payments the witten policies

TheNYS General MunicipaLaw, Article 18A, Section 874(5F states thatlelinquent PILOT
paymentsto the IDA are subject to a penalty of 5% on the amount due and 1% interest on
the total for non-payment after the first month.

We testedten delinquent chargestotaling $73,574 in 2018017, 12 delinquent charges totaling
$100,670 in 20122016, 12 delinquent charges totaling $48,544 in 220 and 14 delinquent
charges of $64,170 for 20/2®14. There were noexceptions in the calculations openalty and
interest except forthe two waived late feesthatare discussed above.

Audit Recommendations:

We recommend thdlhe Departmendf Assessment:
a) notwaive statutorily requirethte feesand

b) establish written policies on delinquent PILOT payments ithetides the process for
billing andcollection andaddresses the waiving of late charges to ensure compliance with
the Law.

AUDIT FINDING (7)

(7) The Department of Assessment Does Not Haw&ritten Policies and Procedures for the
Billing, Recording or Monitoring of PILOTs

The Department of Assessment does not have written policies and procedures regarding thjg

processes of:

1 PILOT billing;
1 PILOT cash receipts;

32 General Municipal Law, Article 18, Industrial Development Title 1, Agencies, Organization and Powers, Section
874 (5), Tax exemptions.
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Finding and Recommendations

1 the distribution of revenues tbe affected tax jurisdictions within 30 days of receipt as
required by the New York State General Municipal Law ArticleAl&ection 874, (3),

1 delinquent PILOT payments;

T recording transactions into the Nassau I

1 monitoring the expiration and termination of PILOT agreements.

This is concerning as the Department of Assessment recently lost-getangtaff Accountant
who oversaw the billing and allocation and the distribution of the PILOT revenue.

Written polides and procedures are an effective internal control to provide guidance,
accountability and reliability of financial reporting. Policies and procedures are an effective tool
to ensure continuity of a business process when a key employee is absentdtn aflame.

At our entrance conference in October 2016, we asked for copies of written policies and procedursg
for the PILOT process and were told by the
they did not have these documents. Subsequentlyn wee met with the Department of

Assessment 6s °EtheAwitdrs weeé prdvided with a written PILOT process to
makeparceldax exempt and to restore tharcelsback on the tax roll when the PILOTs expire or
are terminated.

These procedures ere written by the Head of the Division and were not disseminated to
empl oyees. The policies were written in a
responsibilities, authorization levels, controls and supervisory oversight functiongooting
responsibilities.

Audit Recommendations:

Management of the Department of Assessment needs to establish proper internal control [
developing written procedures for PILOTSs.

We recommend that tH2epartment of Assessment
a) develop and disseminateitten policies and procedures on PILOT for:
i. billing;
ii. collection;

iii. allocation, and distribution of revenues; and
iv. delinquent PILOT payments.

These should detail each process, including due dates/times of each activity and th
responsibilities for each staff title involved. Sample documents and examples should beg
included; and

b) developa procedure for updates to policies and procedures thdeanenented and dated

33The Wholly Exempt Division is responsible for removing and restoring property on the tax roll for Rietamts.
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Finding and Recommendations

AUDIT FINDING (8)

(8) The NassauCounty IDA Did Not Provide Sufficient Information for Recaptured Monies
for the Period 2014 to 2017Until After Fieldwork was Completed Auditors Could Not
Determine if the NCIDA wasProperly Monitoring the PILOTs for Compliance with PILOT
and Lease Agreements

The NCIDA did not provide a list of all recaptured funds for the period 20132014 to
2016201 7prior to October 20, 2017 the end of the fieldwork despiterepeatedrequests mac
by the Audit staff. As a result we were unableo determine whether the NCIDAadequately
monitored and remitted monies to the County and other municipalities on nofperforming
PILOT parcels®4.

Thereview of recapturfundsis essentiato ensure that there is accountability and transparency
for the benefitsofferedby thePILOT projects

TheNCIDA agreemenincludesarecapture clausthat requirathe NCIDAto recoup the benefits
provided to the project if therojectdoesnotmeet its intended goals isiterminatedThe recapture
clausds used whem project failsto perform ofulfill its obligations®® according to the agreement.
The monies recapturedefrom thesale and mortgage tax exemptioresl estate property bentsfi
and other financial assistangented to the project.

The NCIDA has a Uniform T a Recdpture Bvpnisithatistatd3d | i ¢
may require the project toremit to the Agency a return of benefis conferred by the Agency
in accordance wit theRecapture Schedife Also, the UTEP stateB unl ess ot her wi
for by theapplicable lawupon the collection of a recapture obenefitsfrom an applicant, the
Agency shall redistribute or cause to be redistributed such recapturedenefits to the
appropriate affected tax jurisdictions(s) éc¢

New York State General Municipal Law, Section 8¥4) requiresthe NCIDA to distribute funsl
collected from a recapture to the County or other municipalitieslalihgtategiEach agency shall
develop pdties for the return of all or a part of the financial assistance provided for the project,
including all or part of the amount of any tax exemptions, as specified in the policy, which may
include but shall not be limited to material shortfalls in job tioeaand retention projections or
material violations of théerms and conditions of project agreements. All such returned amounts
of tax exemptions shall be redistributed to the appropriate affected tax jurisdiction, unless agree
to otherwise by any lot#axing jurisdictiond™

34The list of all recaptured funds for the per@il3/2014 to 2016/201%vas provided by the NCIDA to the Auditors

in March 2018 in connection with a separate audit of the NCIDA which commenced in February 2018.

35NCIDA leases include a clagi$o recapture the financial assistance granted to projects that do not obtain its expected
goals, or if the lessee or sigssee of the project opts to terminate the projeatate the premises or end it
participation in the financial assistance progiaffered by the NCIDA.

36 The Recapture Schedule is based on a percentage of the benefits and the year of occurrence.

37 General Municipal Law, Article 18, Industrial Development Title 1, Agencies, Organization and Powers,

Section 874 (11), Tax exemptions
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Finding and Recommendations

Audit Limitation :

As the Nassau CountyDA did not provide the requested list &fILOT projects that were
recaptured(stating theproject name,the datethe project began and ended, date of recapture,
amount of recapture andhether the funds collected were distributed to the affected tax
jurisdictiong until after the end of fieldwork on October 20, 20t& Auditors could noensure

that PILOT projectswere properly monitored for compliance with the PILOT and Lease
agreemets. Therefore, thisis one of the reasons thi®©ffice is currently conducting an audit

of the Nassau County IDA.

AUDIT FINDING (9)

(9) Auditors Were Not Provided With Evidence that the Nassau County IDA Monitored
and Ensured Compliance with theEmployment Benefits Specified in the PILOTS

Tax exemptions are granted parcelsof propertyby the IDAs in exchange for benefits to the
County such as the retention and creation of jdbs selectedor review22°8 of the 103PILOT
projectsshown on theDepar t ment o f As s es s me n52016ARILO® u n t
Billing and Collection schedulthat required Job creatioifhe objective of our review was to
determine whether thidCIDA monitors and tracks the employment benedithievedto ensure
compiancewith the specific number of employeesjuiredto beretairedor hired as stated in the
PILOT agreementsT he total amount billed for the 22 PILOTS for theeeyearsfrom 2013/2014
through 205/2016 was $11,529,989

We found thaof the 22 PILOTprojects tested,d(or 45%), which represented$17,519,92 in
PILOT billings did not meet the employment goals specified in the PILOT or Lease
agreementsfor one or more othethreeyearsfrom 20132014through2015/2016

Our reviewof the 22 PILOT projectgonsisted of comparinthe number of employees to be
retained or hireds shown in the PILOT agreementghe employment numbemn theannual

Job Confirmation Forpgwhich is required for each PILOT project. Theb Confirmation Brm
shows the number of full time employees hired and the average annual salary of esipiegee

by year It is completed annually by the PILOT projects and submitted to the NCIDA each
February 1 of the following year

For the 10 projects that did not meet the employment goalsequired by the respective
agreementsve noted the following:

f threep r o j3®empleyrdent goals were not met for any of the three years tekted
PILOT paymentsassociated with théhree projectstotaled $2,746,491for the period
2013/2014 through 2®12016; and,

38 All 22 PILOTSs were billed for 2016/2017 year but may not have been be billed for prior years since the PILOT
payments had not started yet.
3% Subsequent information provided by the NCIDA states recapture of benefits imposed on three projects.
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Finding and Recommendations

1 severp r o j*®employndent goals were not met for one to two years out of the three years
tested ThePILOT paymentassociated with thesevenprojectstotaled$14,773,433or
the period 2013/2014 through Z2016.

The review also found that here waslittle evidence that the JobConfirmation Forms were
being verified by the NCIDA. Of the 22PILOT stested seven (or 32%) hadconfirmations
which were missing theTotal Annual Payroll Dollar Amounts and/or the Form NYS45* that

are required on the form to be included with theJob Confirmation Form. We requestethe
missingFornms NYS-45 that would verify the number of employees and the annual payroll report
for the three years to substantiate the employment numbers. As @fidhaf the fieldwork on
October 20, 201&yve have not received any documentation.

Also, we requestedand did not receive the leases and/or the amended leases for threet

of the 22PILOT projects “? testedand therefore we could not verify the number of full time
employee jobs that were required to be retained or createdSubsequently we were provided
with the three amended leases and only one out of the three did not meet the job requirements.

Review of NCIDA Job Compliance Schedule

The Auditors requested a Job Compliagcbeedulefrom the NCIDAfor all PILOT projects to
determine whether thRICIDA monitored PILOT projecs for compliance with the number of
required jobs specified in the lease agreemamtiswhether the recapture of fundasperformed

on projects that did not meet their job goals.response to this requegietNCIDA provided a
Job Compliance ScheduMhich listed111 PILOT projects with Total Exemptions Net of the Real
Property Tax Law Section 485 Exemption&® of $72,315,923 and total PILOT Payments of
$40,468,395 as of December 31, 2016. The Job Complicivedule compadethe jobs to be
retained or created to the currentiithe employees employed aitntified the reasons why job
goals were not met for the PILOT projects listed below:

1 23 PILOTs were not required to have all required jobs dined’LOT agreements fta
not yet commenced,

1 seven PILOTSs did not meet job goals but were shown as achieved dobthempliance
Schedule;

1 five PILOTs were negotiating the amendment/recapture of the projects;

1 four PILOTsweremissing information or support fariginal jobs retained or created or
for current fulltime employees;

40 Subsequet information provided by the NCIDA states recapture of benefits imposed on one project.

“Form NYS45 is also known as the AQuarterly Combined

I nsurance Return. o0 Sub s e qd=forone projettwas pravideddoynthedNGIDA. he Fo
42 The NCIDA did not provide lease agreements for the 101 Uniondale LP, Dreyfus Service Corp (Rexcorp, MBSC)
and the Syosset Properties PILOT projects. Subsequent information on lease agreements were providétt#y the N
on 05/03/18.

43 New York State Real Property Tax Law, Section-#85uthorizes a partial exemption from real property taxation

for commercial, business or industrial property constructed, altered, installed or improved as specified in a county
ctyyt own, or village | ocal l aw or in a school distric
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Finding and Recommendations

9 four PILOTs showed a high number of current-futhe employees compared to the
number of required jobs to be retained or created (ex. Long Island Industrial Portfolio had
1,874 currentull-time employees compared to required retained or created jobs of two);
and

1 one PILOT project had expired and the documents to verify the information was not
provided.

TheAuditorssent repeated requests for documentation that supports the reagoh gisls were
not achieved by the PILOT projects, arsdoh the date oburreport, the NCIDA has not complied
with theserequests

The NCIDA is required to monitor thgrojectemploymentbenefitsto comply with its Project
Monitoring and Compliance dficy to ensure the projexthat aregranted financial assistance
achievether employment goals to benefit the County and its taxpaytOT projects that do
not meet their employment benefit goals are subject to recapture as discussed in the Recaptl
Finding @).

Audit Recommendation:

We recommend that the Nassau County iénitor and track the number of employees retained
or hired and obtain the suppog documents to ensure compliance with the PILOT and Lease
agreements.

As noted in Audit Findind8) above, thigffice is currently conductingn audit of the Nassau
County IDA which will include an evaluation afs Project Monitoring and Compliance Policy.
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Appendix AT Length of Time to PlaceExpired PILOTs Back on the Tax Roll

PILOT Parcels
Length of Time Between Expired or Terminated PILOT Parcels

to the Date Exemption Was Removed (Restored to Tax Roll)
As of November 3, 2016

Parcel Taxes By Months
Date
Exemption Months
IDA Expiration Remowved =(A)- 0.1 O 12.1 (24.1 C
Agency PILOT Parcel Description A B) (B)/30 Months Months Months Total

NC Nakoda Bherav & Co. LL& 12/31/13 03/17/16 269 $ - 8 - $ 299,094 $ 299,094
NC 71 Inip Drive LLC® 03/31/14 03/21/16 240 $ - $ - $ 77810 $ 77,810
NC 40 Inip Drive Associates LL& 03/31/14 03/21/16 240 $ - % - $ 70873 % 70,873
NC 100 Inip Drive Associate? 03/31/14 03/21/16 240 $ -8 - $ 325243 $ 325,243
NC Sutzer Metcd” © 03/29/04 06/30/05 153 $ - $ 183937 $ - $ 183937
NC 57 Seaview Realt’ 09/10/15 04/13/16 72 $ 583,763 $ - $ - $ 583763
NC Manley Holdings Inc. 08/26/15 03/17/16 6.8 $ 286,394 $ - $ - $ 286,394
NC Harpark Associates 07/22/11 10/12/11 27 $ 726473 $ - $ - $ 726473
NC HSRE-EB Westbury LLGY 10/14/16 11/03/16 07 $ - $ - % - $ -
NC HSRE-EB North Hills LLC 0602C 10/14/16 11/01/16 0.6 $ 60 $ - 8 -8 60
NC HSRE-EB North Hils LLC 06020 10/14/16 11/01/16 0.6 $ - $ - 8% - $ -
NC 75 Commercial Realty LLC 05/12/15 05/29/15 0.6 $ 195385 $ - $ - $ 195385

Total NCIDA @ $1,792,075 $ 183,937 $773,020 $2,749,032

TOH IA Orchard Hotels Westbury LL& ®  11/17/14 08/09/16 21.0 $ -3 - $ -3 -

TOH MagnaCare LLC? 03/31/11 11/27/12 202 $ - $ 152805 $ - $ 152,805

TOH IA Orchard Hotels Westbury LL& ®  12/31/14 08/09/16 196 $ - $ - $ -3 -

TOH Barthco International In¢® 04/09/08 08/14/09 164 $ - $ 261800 $ - $ 261,800

TOH 1 Merrick LLC 0122A® 01/13/09 02/24/10 136 $ - $ 277480 $ - $ 277480

TOH 1 Merrick LLC 0122B% 01/13/09 02/24/10 136 $ - $ 127443 $ - $ 127443

TOH 336 Pearsall Avenue Inc. 0580 04/07/15 04/13/16 124 $ - $ 4065 $ - $ 4065

TOH 336 Pearsall Avenue Inc. 7160 04/07/15 04/13/16 124 $ - $ 71,078 $ - $ 71,078

TOH JDM Long Island LLCY 07/01/13 03/13/14 85 $ 959,734 $ - % - $ 959,734

TOH Carbo Realty LLCY 08/01/14 04/13/15 85 $ 232,046 $ - $ - $ 232046

TOH F.O.B. Realty Ltd. 09/23/03 05/17/04 7.9 $ 126652 $ - $ - $ 126,652

TOH Nassau Educators Fed Credit Union 01/01/13 06/17/13 56 $ 413672 $ - $ - $ 413,672

TOH Dentaco Corp. 07/01/12 11/15/12 46 $ 149,807 $ - $ - $ 149,807

TOH LQ Garden City LLC 10/16/15 01/19/16 3.2 $ 791,426 $ - $ - $ 791,426

TOH Whaley Real Estate LLC 05/12/16 08/09/16 3.0 $ 37,365 $ - $ - 8 37,365

Total TOH IDA © $2,710,702 $ 894,671 $ - $3,605,373
Grand Total $4,502,777 $1,078,608 $ 773,020 $6,354,405

Source: Wholly Exempt Division ("WED") IDA Inactive PILOT Schedule 11/3/16.

@ Delay due to deed not recorded on a timely basis.

@ per the WED, delay due to WED not being aware of PILOT termination.

© parcel sold 4/9/08, added to the next applicable tax rol. 2009 Taxes restored on 2010 tax roll.

® Transfer ownership back to 1 Merrick 1/13/09. The parcel was added to the next applicable tax roll.

® parcel taxable in 2018.

® There were two parcels. This parcel was removed on 3/29/04 & the other parcel was extended to 7/1/13.

) NCIDA tax amounts were replaced by PILOT payments equal to the amount of property taxes, or a portion of, which would h.
levied if the parcels were not tax exempt. Once the PILOT terminated, the PILOT was billed at 100% of assessed value un
was restored to the tax roll and the normal Department of Assessment biling process resumed.

® TOHIDA tax amounts were replaced by PILOT payments equal to the amount of property taxes, or a portion of, which would
levied if the parcels were not tax exempt. Once the PILOT terminated, biling ceased until the parcel was restored to the tax|
normal Department of Assessment biling process resumed.

Note: No footnote indicates that this information was not obtained.

Review of Department of Assessment Collection of Payments In Lieu of Taxes (PILOT) Revenue

23




Appendix B - Legal References

The following five laws are consolidated into Appendix B, in the order shown below, as a
separate attachment to the report.

New York State General Municipal Law, Article-E8 55Pages
New York State Real Property Tax Law, Section-412 1 Paes
New York State Real Property Tax Law, Section-$#35 4 Pages
New York State Real Property Tax Law, Section 520 2 Pages
New York State Real Property Tax Law, Section 553 4 Pages
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AppendixCi Audi t ords Comments on the Audi

The matters covered in this report have been discussed with the officthls DEpartment of
2lopme

Assessment and the Nassau County, Town of Hempstead and Glen Cove Industrial Deve
Agencies (IDAS).

OnApril 3, 2018we submitted a draft report the aforementioned partiés their review. Based

on the responses from each pamd an Exit Conference with the Nassau County IDA on May 9,

2018, a revised draft report was sent to parties on July 25, 2018.

The responses received from the AgenciesAargust 8, 2018 can be found in Appendices D
through G Ourfollow up to their respnses, including clarifications discussed with the Nassau

County IDAon September 12018and the Department of AssessmentSeptembet9, 2018
are includedelow.

We thank the officials representing these agencies for their cooperation throughautlithe

process.

Please note that all four Agencies were not required to respond to every recommendation
We included all responses below.

Audit Finding (1)

1) TheDepartmento f Assessment Did Not Record no
PILOT Revenue d $5.2 Million from the Town of Hempstead for 2017 and an Estimated
$2 4 Million for 2018

Audit Recommendations:

We recommend that the DepartmehAssessment:

a) take the necessary stepstsure that all County revenue is collectedspecifically the
$5.2 million for 2017 that they failed to collect from the Town of Hempstead,;

r

R

b) develop and distribute to the staff written procedures to correctly prepare accounting

entries taecord PILOT revenuesreceivables from the three IDAs in Nassau County
and

c) develop procedures for the Office of Assessnmeahagement to monitor the PILOT
receivables on a quarterly basis to ensure that they are actually collectegnd the
County receives its share.

Department of Assessment Respomsé&ecommendation 1

fiWebelieve this section only refers to the Town of Hempsiead
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Town of Hempstead IDA Response Recommendation 1

fiAs per the attached spreadshé&tshe Agency forwarded all PILOT payments from all
active PILOTS, as have been past practice for many yéard)e Town of Hempstead
Comptroller's Office to disburse the funds for all PILOT projects within the jurisdiction of the
TOHIDA. Seeattached yellow highlighted documerithe Agency is unaware as to the status

of the funds or why the funds were not disied by the Town of Hempstead Comptroller's
Office. All information circulated to the Agency from the Town of Hempstead Comptroller's
Office indicated that the disbursements were made. (See attached PILOT reports for 201
and 2018 generated by the TownH#mpstead Comptroller's Office). The Agency was not
informed by the Town that the funds were not being released to the appropriate jurisdictions
until the question was posed by the Nassau County Comptroller's Office as a result of thé
Audit 0

Nassau Couny IDA Responséo Recommendation 1

AWhile this recommendation seems to apply only to the Department, we agree that all Count
revenues should be timely collected and recored.

Glen Cove IDA Respong® Recommendation 1

AWhilethe IDA cannot attest to the factual content of the report, we do not have any further
comment or clarification on the findings or recommendations.

Auditords Comment s ttoRecAmmnmendatiera s & Res ponises

We do not concur with the DepartmentAdfs sessment 6 s ( fi Adosoars s m
recommendationsAs the overseer of PILOT funds for the County, Assessment bears some
responsibility in this matter.

We reiterate that Assessmeshbuld develop written procedures to record and monitor PILOT
revenue receivables from all three IDAs. Assessment should also invethig&® 2 million
for 2017 andhe $24 million for 2018 thathe Town of Hempstead owes the County.

(@}

* On August 17, 2018 the TOH Compt r &fol|er
$7,628,275 for outstanding 20:2018 PILOT payment to Nassau County

“Detail spreadsheets provided to the Comptrollerods
review at Room 207 in the Comptrolle s Office.

(@)

r
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AppendixCi Audi t ords Comments on the Audi

Audit Finding ( 2)

2) The Department of Assessment Failed to Ensure that the Town of Hempstead IDA &

Town of Hempstead Comptroller Continued to Bill Expired PILOTs at the Full Assessed

Value Until the Parcelswere Restored to the Tax Roll Resulting in a Loss of Approximately

$3.6 Million in Tax Revenue

Audit Recommendations:

We recommend that:

a) the Department of Assessment and the $DAvestigateState legislation or PILOT
contract wording that would require PILOT recipients to record their deeds within 30 days
of the expiration of the PILO®r incur a penalty

b) the Department of Assessmaneet withthe IDAs to establishcontrol procedures that
require the Agencies to:

i. notify the Exempt Division on the extension of PILOT agreembetsre the
expiration dates

ii. obtain from the Department of Assessment the tax to be billed (based on the
fully assessed value of tiparce) until the PILOTparcelis restored to the tax
roll; and

iii. follow-up with the PILOT owner to ensure the deed transfer was filed with the
County Clerk in @mely manner

c)t he Depart ment of Assessment me et wi t |
procedures to provide the Exemption Changes (transcripts) fssfessment Department
on a monthly basis.

Department of Assessment Respoms&ecommendatior?

AThe Department of Assessment agrees (the
TOHIDA and adopt policies and procedures to ensure that exempt properties are timely
returned to the tax rolls. With such policies and procedures in place, we do not believe tha
further State legislation would be necessary. Additionally, the Department, wawkimg
Information Technologyis in the process oimplemennhg new software to improve the
process of billing, communicating, tracking, and reconciling PILOTS. Information
Technology took data pods and converted them to tables into database. Wridrenttgt
screens to input NEW pilots and manage old/existing PILOTS. Implemented multiple scripts
to generate PILOT bills for both IDA and LIPA pilot agreemerfts.

Town of Hempstead IDA Response Recommendatio?

AAs was previously stated in our lettafr April 20, 2018, Paragraph 4, "The Agency cannot
and does not bill taxes." The Department of Assessment on many occasions has made it cle

“8In a meeting on Septemb&9, 2018 the Department of Assessment changed its response that is shown on page 38
of Appendix D to indicate that the new software has not been implemented yet and to change NCIDA to TOHIDA.
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AppendixCi Audi t ords Comments on the Audi

they will not do tax calculations for developed or undeveloped parcels, to develop a PILOT]
or to bill for a PILOT The Town of Hempstead does not have its own Assessor and has ng
way to ascertain the actual tax payments due and owing on any parcel or property outside o
the PILOT Agreement. As we pointed out, absent a formal procedure whereby the Nassa
County Assess's Office would furnish tax information, the TOHIDA would not have an
accurate way to calculate the taxes due or any mechanism to disburse.

AWith regard to email verification on page 9, paragraph 3, the TOH IDA rarely receives an
email to confirm thénformation you outline in the Audit. As stated in the letter of April 20th,
termination is defined in the PILOT Agreement and the Lease Agreement at the time of filing
of the termination documents with the Nassau County Clerk's Office. Amended PILOT's ar¢
filed with the Nassau County Assessor's Office together with Form RP 412a, copies of whic
are also sent to the Chief Elected Officer of each affected Tax Jurisdiction as required by
Section 874 of the New York General Municipal Law. PILOT's are filddth& Assessor's
Office in the same manner that a new PILOT is filed

Nassau County IDA Responge Recommendatio?

AWhile this recommendation seems to apply primarily to the Town of Hempstead Industria
Development Agency ("TOHIDA") and the Town of Heteqd, we agree that the Department
should work with the IDAs regarding timely notification of expiring PILOTs. We note that the
Department, any applicable village assessor and all of the affected tax jurisdictions are
advised of the stated expiration datea PILOTwithin 15 days after the initial closing date

of a project transaction pursuant to the filing of an-&E2-a Form in accordance with state
law. That expiration date remains in effect unless and until NCIDA (or any other IDA) files
an amendmertb the RP412a Formo

AAlso, while we disagree with a number of the factual findings, the NCIDA agrees that the
Department should meet regularly with the County IDAs and adopt policies and procedures
to ensure that exempt properties are timely returngtig¢dax rolls. We would appreciate the
opportunity to meet with the Department prior to the adoption of such policies and procedures
because we believe there are a number of circumstances under which exempt propertig
should not be or cannot be returnedhe tax rolls as soon as the PILOT benefit expires. With
such policies and procedures in place, we do not believe that further state legislation woulo
be necessary.

Glen Cove IDA Respong® Recommendatior?

fiWhile the IDA cannot attest to the factuahtent of the report, we do not have any further
comment or clarification on the findings or recommendatins.

Audi toros Comment s t dRecAmntbndatier2 s 6 Responjses

We reiterate that Assessment me et wi tlh
regarding notification before PILOTS expire, 2) obtain from Assessthetdéx to be billed
based orthefull assessed value of tiparces until the parces arerestoredo tax roll and 3)
follow-up with the PILOT owners to file deed transfers with the County Gleik timely
manner to ensure that exenpaircelsare returned to the tax rolls timely.

o
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We do not caocur with Assessmerdnd the NCIDAthat State legislation isot necessary and
reiterate that legislation to change PILOT contmaotding to require PILOT recipient®
record their deeds within 30 days of expiratiomncur a penalty to ensuparcelsare returned
to the roll promptly.

We reiterate that Assessmt create procedures with the County Clerk to provide| the
Exemption Change reports to Assessment 0]
plansto automate the billing, tracking and reconciling PILOT process.

We commend the NCI DAOGs ahleapplicablesvillage assessand(s e
affected tax jurisdictions of expired PILOTs within 15 days after the initial closing date pf the
project transaction.

Audit Finding (3)

3) Failure to Notify the Department of Assessment of Early Termination of Two Town of

Hempstead PILOTs Resultedn a Tax Loss of Over $3.1 Million

Audit Recommendations:

We recommend that the Department of Assessment:

a) work with theTOHIDA to requiretimely notification of terminated or amended PILOTs
by the Agenciesand

b) contact Agencies on a timely basis when PILOT agreements are nearing expiration ta
determine whether the projsaire going to beerminated oextended.

Department of Assessment Respeto Recommendatiord

AWe agree that the Department should, and will, work with the NCIDA and Town of
Hempstead IDA regarding timely notification of early terminating PILOTSs.

Town of Hempstead IDA Responge Recommendatiord

fiThe Agency gave aaxtensive explanation in our letter of April 20th concerning two
terminated PILOT Agreements; Rose Fence and Sunrise Assisted Living. The Agency als
takes exception to the information stated in the Audit that "the TOHIDA did not respond
promptly to requds from the Exempt Division" concerning Sunrise Assisted Living. Any
guestions raised with the Agency by the Department of Assessment are always responded tg
a timely manner so as to avoid any confusion about the status of a project. Please furnish th
Agency with specifics of the IDA's failure to respond "timely".

AWith regard to Sunrise Assisted Living, the project was terminated 3 years prior (October
2013) to the Nassau County Assessment Department contacting the Agency to ask about t
status (Apti 2016). The schedule date of termination, as per the filed PILOT Agreement was
December 31, 2014. This project was part of a ground lease with the County of Nassau an
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Nassau County was a party to the termination documents and executed same and filied with
RPT 584 dated October 1, 2013. (See attajghed

AAs previously stated, Rose Fence was terminated fecompliance and the TOHIDA and
counsel were in constant contact with Lynne Lemieux of the Assessor's Office to keep hé
updated on the status of thpsoject and the difficulties encountered in the recordation of the
deedo

AThe Agency read the last paragraph of page 12 with great interest and objects to the referenc
of the lack of communication concerning Richner Communications. The Agency comgdunicat
effectively with regard to this PILOT extension. The Agency entered into an amended an
Restate Lease and Project Agreement dated as of August 1, 2016 which contained th
amended, restated and extended PILOT provisions. The Nassau County Department (
Assessment returned thgroperty to the tax rolls prematurely without the required
documentation or deed to do so. As was previously pointed out, the project was the subject
litigation and settled by the County of Nassau without any obligation on theopdhne
TOHIDA and, once satisfied, the appropriate amendment documentation was filed in Octobe
2017. Attached is the final Order and Stipulation dated January 17, 2018 settling the Article
78 Proceeding and an accompanying Article 7 Proceeding involthmg Richner
Communications Facilitg.

Nassau County IDA Responge Recommendatiord

AWhile this recommendation seems to apply only to TOHIDA, we agree with the need fo
policies and procedures designed to ensure continued PILOT billing between thetlead of
abatement period and the return of the subject properties to the taxrolls.

Glen Cove IDA Respong® Recommendatiord

AWhile the IDA cannot attest to the factual content of the report, we do not have any further
comment or clarification on the finajs or recommendatiors.

Audi torés Comment s t qRecAmmkndater8s 6 Responjses

We concur with the corrective action to be taken by Assessment to work with the NCIDA and
TOHIDA regarding timely notification of early terminating PILOTSs.

We reiterate that Assessmesttould contact Agencies when PILOT agreements are pear
expiration to determine whether the project is extended or terminated on a timely basis.

We changed the report regarditite Sunrise Assisted Living?ILOT as documents were
provided by the TOHIDA that indicate the County of Nassau was a party to the early
termination agreement which was signed by the County Attorney.

With respect to theOHIDA6 s obj ecti on t o the | ackicheef| c @
Communication PILOT properiythe PILOT expired onDecember3l1, 2015 Assessment
reclassifiedhe leasegbarcelto a taxable statusn line 7, 2016 anthe Assessment Review
Commission ARC) notified the TOHIDA.Then 8months later, the TOHIDA ameéed the|
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PILOT. Documentation provideavi t h t he T OHI dbowé that the Equmiyn s €
Attorneybés Office was aware of a | awsuit
property, but Assessment states it was not notified.

We concur that policies andqmedures be created to ensure continued PILOT billing between
the end of the abatement period and the return of the spbjeetito the tax rolls

Audit Finding (4)

(4) The Department of Assessment did not Remit Over $7.4 Million of PILOT Receipts to
the Affected Tax Jurisdictions within 30 Days as Required by NYS Law

Audit Recommendations:

We recommend the following:

a) As the Department oAssessment needs to rely on other departments to distribute
paymentsthey need tdollow-up with the othedepartments to procefise distribution
documentgpromptlyin order to ensure distributions on a timely basis.

b) Management of the Department Afsessmenheeds to monitor the processes in the
Department, to ensure the Department is acting in compliance with the law. This includeg
ensuring staff resources are adequate to satisfy statutory requirements.

Department of Assessment Respots®ecommendatios
AThe department agrees with the recommendation, the County is currently working to hire
additional accounting staff in the Department, who will assist address this and other findings
in the Revieva

Nassau County IDA Responge Recommendatio

AWhile ths recommendation seems to apply only to the Department, we agree with the nee
to timely remit to the affected tax jurisdictions all PILOT payments receéived.

Glen Cove IDA Respong® Recommendatiord

AWhile the IDA cannot attest to the factual contfrthe report, we do not have any further
comment or clarification on the findings or recommendatons

Auditordos Comment s t dRecAmnkndatierds 6 Responjsesii:t

We concur with Assessmeits e to hire stdff$o assist in addressing the neethaaitor
and followup with other departments on the distribution of PILOT receipts to affected
jurisdiction, which are required to be remitted within 30 days of receipt to comply with the
Law.
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Audit Finding (5)

(5) The Department of Assessment Did Ndnvoice the Nassau County IDA and Obtain
Reimbursement for Over $530,000 in County Staff Salaries

Audit Recommendations:

We recommend that the Department ofAssessment

a) invoice and collect from the Nassau County IDA the cost of County PILOT salaries
of approximately $532,224 forcontracted services provided to the Nassau County
IDA, (required by the License and Cooperation Agreemenabmaded byNew York State
General MunicipalLaw); and

b) diligently track the percentage of time County employees perfiokservices, calculate
the related payroll cost and routinely bill the IDA for these costs.

Department of Assessment Respons&ecommendatiord

fiThe department agrees with the recommendation that invoices should be presented to t
NCIDA routinely. TheCounty is currently working to hire additional accounting staff in the
Department, who will assist address this and other findings in the Review.

Nassau County IDA Responge Recommendatiorb

AThe NCIDA is ready to reimburse the County for all propgreases incurred in providing

PILOT-related services to the NCIDA. Upon receipt of an itemized invoice, the appropriate
personnel of the Agency will review it and process it for payment. We also agree with the
recommendation that such invoices should begmted to the NCIDA routinetfy.

Glen Cove IDA Respong® Recommendatiorb

AWhile the IDA cannot attest to the factual content of the report, we do not have any further
comment or clarification on the findings or recommendatins.

Auditordos Comment s t dRecAmntendatienr®s 6 Responjses

Wereiterate thathe Department cAssessmerghouldinvoicethe NCIDA as soon as possihle
for the contracted servicegerformed by County employees on behalf of the NCIDA from
January 1, 2014 through September 30, 2017, estimated to be $532,224.

We concur with the hiring a@idditional accounting staff and reiterate the neediligently
track the percentage of timeohty employees perform IDA services, calculate the related
payroll cost and routinely bill the IDA for these costs.

We concur with the NCIDA to reimburse the County for expenses incurred in providing
PILOT-related services to thdCIDA upon receipt of itemized invoices that will be presented
on a routine basis.
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Audit Finding ( 6)

(6) Two Delinquent Nassau County IDA PILOT Payments Totaling $22,193 Were Waived
Although There Were No Written Policies on Waiving Delinquent PILOT Charges

Audit Recommendations:

We recommend that the Department of Assessment:
a) notwaive statutorily requirethte feesand

b) establish written policies on delinquent PILOT payments that includes the process for
billing andcollection and addresses the waiving of late charges to ensure compliance with
the Law.

Department of Assessment Respots&ecommendatior®

AWe agree that statutorily mandated late fees and interest should not be waived by the
Department, the NCIDA astherwise. The policy, as recommended, will be wridten.

Nassau County IDA Responge Recommendatior®

AWe agree that statutorily mandated late fees and interest should not be waived by the
Department, the NCIDA or otherwise. The NCIDA includes a statietoethis effect in its
Uniform Tax Exemption Policy as a reminder to its staff and the pablic.

Glen Cove IDA Respong® Recommendatior®

AWhile the IDA cannot attest to the factual content of the report, we do not have any further
comment oclarification on the findings or recommendatians.

Auditordos Comment s t RecAmntendatienes 6 Responjses

We concur wittDepartment oAssessmeiit s d eta@establisb written policies not to waiye
statutorily required late fees and perasbn delinquent PILOT payments.

Audit Finding (7)

(7) The Department of Assessment Does Not Have Written Policies and Procedures for the
Billing, Recording or Monitoring of PILOTs

Audit Recommendations:

Management of the Department of Assessment nee@stablish proper internal control by
developing written procedures for PILOTSs.

We recommend that the Department of Assessment:
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a) develop and disseminate written policies and procedures on PILOT for:

i. billing;

ii. collection;

iii. allocation, and distribution aEvenues; and
iv. delinquent PILOT payments.

These should detail each process, including due dates/times of each activity and th
responsibilities for each staff title involved. Sample documents and examples should be
included; and

c) developa procedure for updates to policies and procedures that are documented and date

Department of Assessment Respoms&ecommendatiory

fiWe concur with the need for policies and procedures for the timely billing, collection,
allocation and distribution bPILOT payments, including delinquencies. The Department
establishes appropriate policies and procedures as requaired.

Nassau County IDA Responge Recommendatiory

AWhile this recommendation seems to apply only to the Department, we concur with the nee
for policies and procedures for the timely billing, collection, allocation and distribution of
PILOT payments, including delinquencies.

Glen Cove IDA Respong® Recommendatiory

AWhile the IDA cannot attest to the factual content of the report, wetdwane any further
comment or clarification on the findings or recommendatins.

Auditordos Comments t RecAmntbndatienr s 6 Responjses

We concur with Assessméns d e ¢ deselop policiesoand procedures for the timely
billing, collection, allocation and distribution of PILOT payments, including delinquencies.

We reiterate that Assessment also develop procedures for updates to policies and prpcedu
that are documented dudated.
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Audit Finding ( 8)

8) The Nassau County IDA Did Not Provide Sufficient Information for Recaptured Monies
for the Period 2014 to 201 Until After Fieldwork was Completed Auditors Could Not
Determine if the NCIDA was Properly Monitoring the PI LOTs for Compliance with

PILOT and Lease Agreements

Audit Limitation :

As the Nassau County IDA did not provide the requested list of PILOT projects that were
recaptured (stating the project name, the date the project began and ended, date of recaptu
amount of recapture and whether the funds collected were distributed to the affected ta
jurisdictions)until after the end of fieldwork on October 20, 20t& Auditors could not ensure

that PILOT projectswere properly monitored for compliance with tHeILOT and Lease
agreements.Therefore, thisis one of the reasons thi©ffice is currently conducting an audit

of the Nassau County IDA.

Department of Assessment Respots&ecommendatior8

AWe believe this section only refers to the Nassau Couwty ID

Nassau County IDA Responge Recommendatior8

AWe believe that the requested information was provided to the Comptroller's Office prior to
the issuance of the initial Draft Review. The NCIDA agrees to timely respond to any such
future requests.

Glen Cove IDA Responst Recommendatior

AWhile the IDA cannot attest to the factual content of the report, we do not have any further
comment or clarification on the findings or recommendations.

Audi torés Comment s t cRecAmmkndaten8s 6 Responjses

The NCIDA did not provide théuditors the requested recapture information during| the
fieldwork phase of thaudit. The information was first provided to the Auditors in March 2018
in connection witha separataudit of the NCIDA which commenced in Febrp2018. As a
result there was an audit scope limitation and we were not able to determine if the NCIDA
actively monitoed and remited monies to theCounty and other municipalities on nron
performing PILOT projects.

As aresult of the scope limitatiahjs office is now conducting a separate audit of the NCIDA.
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Audit Finding (9)

(9) Auditors Were Not Provided With Evidence that the Nassau County IDA Monitored

and Ensured Compliance with the Employment Benefits Specified in the PILOTs

Audit Recommendation:

We recommend that the Nassau County iénitor and track the number of employees retained
or hired and obtain the suppog documents to ensure compliance with the PILOT and Lease
agreements.

As noted in Audit Finding (8) above, this Qf# is currently conducting an audit of the Nassau
County IDA, which will include an evaluation of its Project Monitoring and Compliance Policy.

Department of Assessment Respots&ecommendatior®

AWe believe this section only refers to the Nassau CoDAW.

Nassau County IDA Responge Recommendatior®

AAgain, we would welcome the opportunity to meet with your office to resolve what we believe
to be the factual issues in this finding and we offer the attached Exhibit A which sets forth thé
correct jobrequirements and job reporting for what we believe to be the referenced 22 projects
as well as the status of those projects. That being said, the NCIDA agrees that all IDAs shoul
"monitor and track the number of employees retained or hired" to "ensuonpliemce with

the PILOT and Lease agreements." In this regard, we note that the Agency adopted a Projeq
Monitoring and Compliance Policy on or about June 28, 2016 (in response to changes in state
law) to guide its efforts in monitoring project employmenmpliance. That policy, as
currently in effect, can be found on the Agency's website.

Glen Cove IDA Respong® Recommendatior®

AWhile the IDA cannot attest to the factual content of the report, we do not have any further
comment or clarification on thiindings or recommendationis.

Audi torés Comment s t cRecAmmkndater®s d Responjses

Based on additional information provided by the NCIDA after the Exit conferghee
Auditorsmade changes to this finding which were included in the July 25, 2018 dratft.

The Audit Staff reviewed h e NC 1 DA 6 Gttaéhedha itb iedponte thisreportand
included in Appendix Jregarding thgob requirements for the 22 projects testédiditors
stand by their ten exceptiarnkhe additionajob requirementdocumentatiomprovided by the
NCIDA did notsupport their claim of factual issues with th@etion of thefinding. According
to NCIDAG Exhibit A, 10 of the22 projectswere required toeport a total of 1,733 jolder
2015/16,but 1,279 jobs were reported, a difference of 454 less jobs for this time p&hed.
IDA noted that in some instances, recapture of benefits were imposed.

Review of Department of Assessment Collection of Payments In Lieu of Taxes (PILOT) Revenue

36




AppendixCi Audi t ords Comments on the Audi

The Auditors met with the NCIDA on September 18, 2@l@iscuss théactual issueseferred
to in their response anchade clarificationsn the report where deemed necessary
appropriate.

This office is now conducting a separate audit of the NCIDA and compliance with emplo
benefits will be included.

We concur with the NCIDA statement that all IDAs should monitor and track the numb
employees retained or hired to ensure compliance with the PILOT and Lease agreem
are cited in the Agencyodés Project Moni

Audi t or 6s Comments to Auditees6 Respons

Withrespecttd he TOHI DAGs anadustmanb Appendixi i koerectwhat
the Agency believes to beuplicate references to the same projégqipendix A shows
individual PILOT parcels There can be more than oparcel associated with a PILO]
agreementnone of the?ILOT parcelsare duplicated.
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Appendix D Department of Assessment Response

DAVID F. MOOG, TAO

County Assessor

LAURA CURRAN
County Executive

DEPARTMENT OF ASSESSMENT

240 Old Country Road
Mineola, New York 11501
(516) 571-1500
August 8, 2018

Ms. JoAnn Greene

Director of Field Audit

Office of the Nassau County Comptroller

240 Old Country Road

Mineola, NY 11501

Re:  Limited Review of the Department of Assessment
Collection of Payments In Lieu of Taxes (PILOT)
Revenue - Draft - April 3, 2018 (the “Draft Review”)

Dear Ms. Greene:

We are in receipt of the Draft Review. The Department of Assessment welcomes the
opportunity to offer our comments thereon.

The Department of Assessment would like to address each of the “Audit Findings &
Recommendations”.

Audit Finding & Recommendation No. 1. We believe this section only refers to the Town
of Hempstead.

Audit Finding & Recommendation No. 2. The Department of Assessment agrees (the
“Department”) should meet regularly with the NCIDA and adopt policies and procedures to
ensure that exempt properties are timely returned to the tax rolls. With such policies and
procedures in place, we do not believe that further State legislation would be necessary.
Additionally, the Department, working with Information Technology, has implemented new
software to improve the process of billing, communicating, tracking, and reconciling PILOTS.
Information Technology took data pods and converted them to tables into database. Writing data
entry screens to input NEW pilots and manage old/existing PILOTS. Implemented multiple
scripts to generate PILOT bills for both IDA and LIPA pilot agreements.
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Audit Finding & Recommendation No. 3. We agree that the Department should, and
will, work with the NCIDA and Town of Hempstead IDA regarding timely notification of early
terminating PILOTs.

Audit Finding & Recommendation No. 4. The department agrees with the
recommendation, the County is currently working to hire additional accounting staff in the
Department, who will assist address this and other findings in the Review.

Audit Finding & Recommendation No. 5. The department agrees with the
recommendation that invoices should be presented to the NCIDA routinely. The County is
currently working to hire additional accounting staff in the Department, who will assist address
this and other findings in the Review.

Audit Finding & Recommendation No. 6. We agree that statutorily mandated late fees
and interest should not be waived by the Department, the NCIDA or otherwise. The policy, as
recommended, will be written.

Audit Finding & Recommendation No. 7. We concur with the need for policies and
procedures for the timely billing, collection, allocation and distribution of PILOT payments,
including delinquencies. The Department establishes appropriate policies and procedures as
required.

Audit Finding & Recommendation No. 8. We believe this section only refers to the
Nassau County IDA.

Audit Finding & Recommendation No. 9. We believe this section only refers to the
Nassau County IDA.

Thank you again for the opportunity to address these very important issues.

Dbl

David F.Moog, A0 @£

Nassau County Assessor

Department of Assessment
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